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lo  His  Excellency,  the  Governor  of  the  State  of  Louisiayia: 

Sir — The  undersigned,  President  and  Directors  of  the  "ConsoH- 

dated  Association  of  the  Planters  of  Louisiana,"  have  the  honor  to 

:5  submit  the  following  report: 

^^  It  is  necessary  to  revert,  as  briefly  as  practicable,  to  the  history  of 

'  this  institution  in  order  to  acquaint  the  authorities  of  the  State  with 

♦;  the  present  position  of  its  affaii^s. 

J"  The  association  was  chartered  by  an  act  of  the  Legislature  of  1827. 

The    stockholders  were  required   to    secm^e    their   subscriptions   by 
^.  approved  mortgages  upon  real  estate. 

The  corporation  was   authorized   to   borrow  its   capital,  fixed  at 
$2,500,000,  on  its  own  bonds,  secured  by  these  stock-mortgages  of 
^  its  stockholders.     These  bonds,  so  secured,  had   been  executed,  bat 

the  association  was  unable  to  effect  a  loan  upon  them. 

By  act  No.  19,  of  1828,  the  State  issued  its  own  bonds  for  the 
'i  amount  of  capital  of  the  bank;  authorized  the  officers  of  the  corpora- 

-  »  tion  to  negotiate  them;  loaned  the  money  received  for  them  to  the 

corporation;  required  the  corporation  to  provide  for  payment  of  the 
interest  on  the  bonds  as  it  should  mature,  and  stipulated  that  the 
stock-mortgages  and  aU  other  hypothecary  obligations  of  the  corpo- 
ration should  serve  "  as  surety  and  special  guarantee  for  the  reim- 
bursement of  the  capital  as  well  as  interest  of  the  bonds  granted  by 
the  State,  etc.,  for  that  purpose  should  be  deposited  in  the  offices  of 
the  Institution."  Subsequently,  the  State  entered  into  possession  of 
?o  her  pledge  by  legislative  act.     See  section  third  of   act  No.  92,  of 

*"*  1843,  which  declares  that  "  the  assets  of  the  Consolidated  Associa- 

tion   of  the   Planters   of   Louisiana   are,    and   shall   remain   in  the 
possession  and  under  the  exclusive  control  of  the  State  of  Louisiana 
until  final  payment  of  all  the  State  bonds  issued  in  its  favor." 
^  The  State  took  and  held  possession  through  liquidators  provided 

V  by    its    laws,    and    her    possession,    through    the    agency    of   such 
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liquidators,  has  been  recognized  by  repeated  decisions  of  her  liighest 
covirt. 

Citizens'  Bank  vs.  Levee  Company,  7  An.,  p.  286. 

Consolidated  Association  vs.  Claiborne,  7  An.,  p.  319. 

Haynes  vs.  Carter,  9  An.,  p.  265. 

The  latest  act  on  the  subject  of  its  liquidation  is  Act  No.  113  of 
1858,  by  the  terms  of  which  the  liquidation  was  intrusted  to  a  Board 
of  six  Directors,  three  to  be  appointed  annupJly  by  the  Governor  of 
the  State,  and  three  to  be  elected  annually  by  the  stockholders,  which 
Board  was  to  elect  a  President  from  among  the  State  Directors;  and 
it  was  provided  that  said  President  and  Board  should  "  have  aU  the 
rights  and  perform  all  the  duties  now  had  and  performed  by  the 
Board  of  Bank  Managers,"  constituted  under  Act  No.  100  of  1847, 
among  which  was  the  right  aad  duty  to  continue  the  hquidation 
"until  the  maturity  and  'paymeM  of  the  bonds." 

See  Act  No.  100  of  lS-17,  paragraph  four. 

This  act  has  never  been  repealed,  but  remains  in  force  to-day;  and 
is  the  act  under  which  the  undersigned  President  and  Directors  were 
constituted. 

In  the  year  187G,  just  before  the  expiration  of  the  last  extension  of 
the  bonds,  the  afiairs  of  this  association  were  in  the  hands  of  a 
Board  of  Directors  regularly  organized  under  the  act  of  1853, 
whereof  B.  F.  Flanders  was  President.  One  Charks  liathan,  a 
bondholder  (acting,  as  is  charged,  at  the  instigation  of  B.  F.  Flan- 
ders), about  that  time,  hunted  up  the  record  of  the  old  suit  for  for- 
feiture of  the  charter  of  the  bank,  wliich  had  been  instituted  in  1842, 
transferred  it  to  the  Superior  District  Court,  and  tiled  ft  petition  of 
intervention  therein,  alleging  that  the  term  of  liquidation  of  the 
bank,  under  the  law,  was  about  to  expire ;  that  there  was  no  pro- 
vision of  law  for  its  future  management  and  liquidation;  and  asked 
that  a  receiver  be  appointed.  Tiiis  proceeding  was  purely  ex  parte; 
nobody  was  notified  or  asked  to  be  notified.  It  was  taken  in  an 
extinct  suit,  in  which  final  judgment  had  been  rendered  thirty-four 
years  previously,  which  judgment  had  received  fuU  execution,  and 
the  power  of  tht  court  over  it  was  entirely  exhausted.  And  upon 
this  grotesque  judicial  proceeding  B.  F.  Flanders  was  appointed  by 
the  court  Receiver,  under  an  order  authorizing  him  to  take  immediate 
possession  of  all  the  books,  assets,  and  affairs  of  the  corporation. 
Mr.  Flanders,  himself  a  Director  and  the  President  of  the  Board  of 


Report  of  the  Consolidated  Association — 1877. 


Directors,  takes  this  so-called  order  of  court,  and  under  its  pretended 
authority  abandons  his  office,  idissolves  his  own  board,  and  tui^s 
over  to  himself,  as  receiver,  the  affairs  of  this  corporation. 

Subsequently,  one  Max  Grebner,  a  foreign  bondholder,  seeing  the 
absolute  nullity  of  Flanders'  title  as  receiver,  took  proceedings  in 
the  United  States  Circuit  Court  to  oust  Flanders  from  his  illegal 
possession,  and  to  provoke  the  appointment  jOf  a  nevs^  receiver  there 

Grebner  made  Flanders,  receiver,  a  party,  and  pretended  to  make 
the  corporation  a  party,  by  "subpena  directed  to  the  Consolidated 
Association  of  the  Planters  of  Louisiana,  through  its  president,  Ben- 
jamin F.  Flanders.''  This  was  the  only  notification  to  the  corporation 
or  its  stockholders.  Flanders'  term  of  office  had  expired;  he  had 
abandoned  his  post,  and  had  accepted  the  position  of  receiver,  incon- 
sistent with  his  presidency  and  hostile  to  the  corporation.  Of  course, 
this  subpena  operated  no  notice  whatever  to  the  corporation  or  its 
stockholders.  The  contest  rested  entu-ely  between  Flanders,  claim- 
ing to  retain  his  own  receivership,  and  Grebner,  demanding  the 
appointment  of  a  new  rcL^eiver;  and  the  coui't  finally  disposed  of  this 
contest  by  appointing  Mr.  Flanders  and  Mr  Allain  Eustis  (whose 
name  was  suggested  by  the  counsel  of   Grebner),  joint  receivers. 

The  State,  whose  possession  as  pledgee  had  been  thus  divested, 
was  never  mane  a  party  in  any  way;  but  it  was  discovered  that  H.  K. 
Steele,  the  late  Assistant  Attorney  General,  had  filed  a  petition  of  inter- 
vention, in  the  name  of  the  State,  in  which  he  ivaived  the  rights  of  the 
State,  and  joined  in  the  prayer  for  the  appointment  of  a  receiver. 

Where  this  officer  found  his  authority  for  making  this  extraordinary 
waiver  we  can  not  imagine.  Unless  the  Assistant  Attorney  General 
is  invested  with  the  power  of  repealing  the  statutes  of  the  State,  it  seems 
quite  clear  that  his  action  was  ultra  vires,  and  a  mere  nullity.  Such 
was  the  condition,  of  the  affairs  of  this  institution  when  the  attention 
of  your  Excellency  was  called  to  the  subject. 

You  perceived  that  the  laws  of  the  State  had  not  been  and  were 
not  being  executed;  that  the  act  of  1853  requiring  the  appointment 
annually,  by  the  Governor,  of  three  Directors  in  behalf  of  the  State, 
and  the  election  of  three  other  Directors  by  the  stodcholders,  and 
requiring  the  Board  so  constituted  to  assume  and  continue  the 
liquidation  of  this  corporation  until  the  "maturity  and  pa;, i^ en t  of 
the  bonds,"  had  not  been  complied  with;  that  the  act  of  1843,  de- 
claring that  the  assets  of  this  corporation  "  are  and  shall  remain  in 
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the  possession  and  under  the  control  of  the  State  of  Louisiana,  until 
final  payment  of  all  the  State  bonds  issued  in  its  favor,"  had  been  set 
at  naught;  and  that  by  ex  parte  judicial  proceedings,  in  which  neither 
the  State  nor  the  corporation  had  been  lawfully  represented,  both  the 
State  and  the  corporation  had  been  deprived  of  their  possession  and 
control  as  pledgee  and  as  owner. 

It  being  your  duty  to  execute  the  laws  of  the  State,  you  appointed 
the  undersigned  State  Directors,  and  their  associates  were  elected  by 
the  stockholders  in  conformity  with  the  law. 

The  Board,  having  organized  and  elected  a  President,  took  judicial 
proceedings,  in  the  United  States  Circuit  Court,  to  vacate  the  order 
of  court  appointing  the  receivers  and  to  procure  the  restoration  of 
the  property  and  affairs  of  the  corporation  to  the  possession  and  con- 
trol of  the  liquidators  provided  by  law. 

This  was  urged  substantially  on  the  following  grounds,  viz. : 

1.  That  Grebner  had  not  made  the  corporation  or  its  stockholders 
parties  to  his  bill,  which  was  a  necessary  prerequisite  to  the  appoint- 
ment of  receivers. 

2.  That  even  if  he  had  made  the  corporation  a  party,  he  had  no 
claim  against  her,  because  he  is  not  a  creditor  of  the  corporation. 

3.  That  if^'he  were  a  creditor  and  had  made  the  corporation  a 
party,  yet  the  court  was  without  jurisdiction  to  appoint  receivers, 
because  the  laws  of  the  State  provide  a  different  method  of  liquidat- 
ing this  corporation,  which  no  court  could  change  or  disregard. 

4.  That  all  the  assets  of  the  corporation  had  been  validly  pledged 
to  the  State  and  reduced  to  possession;  that  her  possession  had  been 
unlawfully  taken  from  her,  and  that  her  demand  to  have  her  pledge 
restored  to  her  possession  through  the  agents  designated  by  her 
laws  could,  not  be  denied  without  violation  of  her  rights,  and  that 
this  would  leave  nothing  for  receivers  to  administer. 

5.  That  if  all  the  foregoing  objections  were  out  of  the  way,  yet 
there  would  be  no  proper  case  presented  to  the  coui^t  for  maintaining 
the  receivers,  because  the  corporation  is  not  insolvent,  the  property 
in  the  hands  of  the  liquidators  provided  by  law  would  be  in  no 
danger,  and  creditors  would  have  complete  remedy  at  law  to  enforce 
aU  their  legal  rights. 

For  your  better  information  as  to  the  laws  and  facts  of  the  case,  we 
have  the  honor  to  append  hereto  a  copy  of  the  printed  brief  filed  by 
Messrs.  Breaux,  Fenner  &  Hall,  the  counsel  employed  by  the  board. 
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We  regret  to  say  that  after  hearing,  the  court  rendered  its  decree, 
rejecting  the  demand  of  the  corporation  and  of  the  State,  maintaining 
its  order  appointing  receivers,  and  appointing  a  thu'd  co-receiver. 

We  are  advised  that  there  is  error  in  this  decree  of  the  comrt;  but 
the  corporation  is  embarrassed  in  the  prosecution  of  its  rights,  by  the 
fact  that  it  had  been  stripped  of  all  its  property  and  assets  before  it 
was  allowed  any  opportunity  to  assert  them,  and  has  thus  no  means 
to  defray  the  expenses  of  htigation. 

It  certainly  seems  very  clear  that  the  maintenance  of  these  receivers 
is  a  misfortune  for  all  parties  concerned  in  the  liquidation  of  this  cor- 
poration. It  is  not  believed  that  the  title  of  these  receivers  to  recover 
in  suits  brought  by  them  on  the  stock-mortgages  and  other  hypothe- 
cary obligations  held  by  the  corporation,  can  be  maintained.  Their 
proceedings  will  consume  the  means  of  the  corporation  in  expensive, 
and  in  the  end  fruitless  litigation. 

The  vast  majority  of  the  bondholders  desire  to  have  their  bonds 
funded  by  the  State,  and  are  opposed  to  this  receivership. 

The  State  admits  itself  to  be  ultimately  responsible  for  the  whole 
amount  of  these  bonds,  and  has  no  security  to  look  to  for  reimburse- 
ment except  the  assets  and  stock-mortgages  of  the  Banl^. 

It  is,  therefore,  the  State's  interest  to  prevent  the  waste  of  these 
assets,  and  to  control  their  administration,  and,  besides,  to  increase 
the  sufficiency  of  its  securities  by  funding  the  bonds,  and  thus  re- 
ducing by  forty  per  cent  the  amount  which  these  securities  must 
make  good. 

The  stockholders,  above  all,  are  vitally  interested  in  the  same 
direction.  They  constitute  a  considerable  number  of  the  people  of 
the  State,  who  are  threatened  with  utter  ruin  by  these  proceedings. 
Their  stock  was  secured  by  mortgages  on  real  estate  and  slaves. 
Lieutenant  Governor  Wiltz,  in  his  report  to  the  Funding  Board,  says 
trul}^:  "The  real  estate  has  fallen  immensely  in  value,  and  the  slaves 
are  slaves  no  more."  Moreover,  during  the  administration  of  the 
corporation  by  the  liquidators  provided  by  the  law  of  the  State,  the 
number  of  shares  of  stock  has  been  reduced  from  6000  to  3892  shares, 
thus  largely  increasing  the  proportioiial  liability  of  the  remaining 
stock. 

These  facts  entitle  the  stockholders  to  favorable  consideration  and 
equitable  treatment  by  the  State. 

From  the  report  of  Lieutenant  Governor  Wiltz,  it  appears  that  the 
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excess  of  the  liabilities  of  the  corporation  over  the  assets  in  hand  is 
$428,841.  Under  the  proceedings  now  pending,  this  entire  amount 
ijiust  be  made  out  of  the  mortgaged  property  of  the  stockholders* 
valued  in  said  report  at  only  $835,000,  which  would  bankrupt  nearly 
every  stockholder. 

On  the  contrary,  if  the  affairs  of  the  instituticm  were  settled,  as 
they  should  be,  by  the  State's  funding  the  bonds  and  restoring  the 
administration  to  the  lawful  liquidators,  the  bondholders  would  be 
satisfied,  the  State  would  be  fully  protected,  and  the  loss  of  the 
stockholders  would  be  reduced  to  an  amount  easily  borne. 

Thus  it  appears  from  Lieutenant  Governor  Wiltz's  report  that  the 
total  outstanding  bonds  and  coupons  are  $559,341.  It  is  believed 
that  these  are  reduced  by  loss  to  the  extent  of,  say  $59,341,  leaving 
outstanding  $500,000.  Funding  these  at  sixty  23er  cent  would  reduce 
the  amount  to  $300,000.  The  present  assets  are  valued  at  $135,500 
cash,  which  would  purchase,  at  present  market  value  (say  eighty-one  c.) 
of  consolidated  bonds,  about,  say  $169,000,  leaving  to  be  met  by 
stockholders  $131,000.  This  amount  the  State  would  have  thirty-six 
years  to  pay,  and  by  adopting  a  system  of  contribution  by  the  stock" 
holders  to  prcmde  for  the  annual  interest,  and  a  sinking-fund  to 
redeem  the  prisicipal,  the  whole  might  be  settled  in  ten  years,  or 
even  less,  without  risk  to  the  State  or  oppression  of  the  stockholders. 

It  is  probable  that  the  bondholders  wiU  speedily  test  judicially 
their  rights  to  have  these  bonds  funded,  and  there  can  be  little  doubt 
the  courts  will  enforce  the  same.  If  that  should  be  done  and  the 
State  be  required  to  fund  these  bonds,  it  is  hardly  possible  that  the 
United  States  courts  would  longer  resist  her  right  to  be  restored  to 
the  possession  and  control  of  the  assets  of  the  corporation  which  she 
took  in  pledge. 

Regretting  that  w^e  have  not  been  able  to  compress  this  report  into 
shorter  compass,  we  have  the  honor  to  be. 
Very  respectfully, 

J.  TUYES,  President; 

ED.  A.  PALFREY, 

JULES  A.  BLANC. 

State  Directors. 

L.  J.  HARRIS, 

T.  LA^rERGNE, 

Duxctors  for  the  Stockholders. 
Mr.  Adam  Thompson,  absent. 
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